ABSTRACT
INTRODUCTION
s is well known, U.S. companies are obliged to disclose Comprehensive Income in the main body of their periodic financial statements since the adoption of SFAS 130 (1997) issued by FASB. Taking into consideration the requirements of the SEC, companies in the rest of the world that trade in U.S. securities markets must disclose reconciliation of their financial statements to U.S. GAAP in Form 20-F filed with the SEC for foreign issuers, 1 which is why they are obliged to disclose, in addition to other information, Comprehensive Income in accordance with the above-mentioned regulation.
Given the increased interest in the disclosure of Comprehensive Income for the users of financial information in an economy that is more and more internationalized, particularly for CPAs, academics, analysts and investors -even beyond U.S. borders, we have decided to analyze the impact of such disclosure on Net Income according to SFAS 130 for a sample of 136 corporate groups on the European continent listed in NYSE and NASDAQ for the period 1999-2004, taking as a reference the information contained in the reconciliation with U.S. GAAP when they presented their accounts to the SEC.
We have detected noticeable extreme values and outliers and, on average, marked negative effects on the groups considering the analysis detailed by size and industries, essentially motivated by the stock-exchange crisis of the early 2000's and by unfavorable exchange rates, particularly between the Euro and the U.S. dollar.
SAMPLE
We have confined our study to the period 1999-2004 in order to include the largest number of corporate groups in the sample. The problem, on the one hand, is that although SFAS 130 was approved at the end of 1997, certain companies did not trade in these markets in 1997 and 1998. On the other hand, since the first of January of 2005, the listed companies of the European Union, for the formulation of their consolidated financial statements, had to apply the IFRS of the IASB. In this normative body, the disclosure of Comprehensive Income is already considered, specifically in IAS 1 (2003) , under "Total Recognized Income and Expense", and certain companies in the reconciliation with U.S. GAAP in 20-F filed with the SEC, decided not to include Comprehensive Income when making it equivalent with that disclosed according to IASB GAAP, although they do not actually agree in all aspects.
Nevertheless, to homogenize the information, we had to apply the corresponding filters, which led us to exclude certain corporate groups from the listed companies on the European continent in NYSE and NASDAQ on 31 December 2004.
The reasons for excluding them were fundamentally: The companies were not listed the entire period from 1999-2004, they did not disclose Comprehensive Income in a clear way, or formulated their financial statements on a date different than the 31 of December (the majority being British companies). We are thus able to make consistent comparisons when linking Comprehensive Income with the prices of the securities and currency markets. Working with information related to different dates would distort the analysis.
After making these considerations, in Table 1 we collected the sample in which 136 corporate groups of 19 European countries are integrated, which represents 56% of the total listed companies on the European continent in NYSE and NASDAQ on 31 December 2004. 
IMPACT OF COMPREHENSIVE INCOME ON NET INCOME FOR EUROPEAN GROUPS LISTED IN NYSE AND NASDAQ IN THE PERIOD 1999-2004
Comprehensive Income is defined in SFAC 6 (FASB, 1985, paragraph 70) as "the change in equity (net assets) of a business enterprise during a period from transactions and other events and circumstances from nonowner sources. It includes all changes in equity during a period, except those resulting from investments by owners and distributions to owners".
In accordance with SFAS 130 (FASB, 1997), Comprehensive Income is determined aggregating Net Income to "Other Comprehensive Income items", including Foreign Currency Translation Adjustments, Unrealized Gains/Losses on Securities, Minimum Pension Liability Adjustment, and also the gains and losses associated to certain operations with Derivatives and Cash Flow Hedges included when the corresponding regulations were approved by the FASB.
In order to analyze the impact of Comprehensive Income on Net Income, we must define the variable IMPACT OCI = [ OCI / │NI│· 100] which expresses the percentage discrepancy of "Other Comprehensive Income" (OCI) compared with Net Income (NI); and since both OCI and NI can display either positive or negative values, we use absolute values in the denominator so that the reality of the discrepancy is shown in all cases, both positive and negative.
As one can infer from the previous expression we are attempting to evaluate the impact of the market on corporate groups limited to items included in "Other Comprehensive Income", as required by SFAS 130, compared to Net Income.
The first approach we see in Table 2 and in Graphic 1 is that for the mean of the 136 corporate groups included in the sample, belonging to 19 European countries and of all the industries, "Other Comprehensive Income" has affected corporate groups in a negative way since its results have worsened by more than 25%, particularly during the years 2005 and 2006 when noticeable negative percentages were almost -55% and -94% respectively, due to the strong impact of the stock-exchange crisis of the early 2000's and unfavorable exchange rates in international business, particularly between the Euro and the U.S. dollar. 
Individualized Impact Of The Components Included In "Other Comprehensive Income"
Once the behavior of Comprehensive Income on Net Income has been globally analyzed, we propose to carry out a more detailed study. We will therefore consider the relative importance of each one of the elements that include "Other Comprehensive Income" compared with Net Income.
We can thus observe in Table 3 and in Graphic 2 that the items with, on average, the deepest impact in relative terms compared to Net Income are Foreign Currency Translation Adjustments with a negative effect of around -15%, followed by the Minimum Pension Liability Adjustment item of around -8% and the Unrealized Gains and Losses on Securities close to -5%, whereas the impact of Derivatives and Cash Flow Hedges has registered a positive percentage of less than 1%. Source: authors' calculations, based on the database and SPSS v.15. On the other hand, it is clearly shown that the most noticeable negative discrepancies for the group of items were registered on 2001 and 2002, a fact that, given the stock-exchange crisis of the early 2000's and the unfavorable exchange rates for the sample group of listed companies in their international operations, particularly between the Euro and the U.S. dollar, demonstrates the sensitivity of Comprehensive Income compared with market reality.
Impact By Size
Now we would like to analyze the impact of "Other Comprehensive Income" elements on Net Income, keeping in mind the size of the corporate groups for which we used the mean of employees of each corporate group in the period 1999-2004 as a reference, as shown in Table 4 , even though similar statistical results were obtained when taking other references of size, such as total assets, turnover or equity. Table 5 and Graphic 3 show the impact by size of "Other Comprehensive Income" elements on Net Income. It can be observed that the small-sized corporate groups have registered a positive effect of more than 8% on average. However, as the corporate groups increase in size, the related impact becomes negative, reaching the point where medium-sized organizations experience declining results of around -26% and large-sized organizations of almost -58%. Furthermore, another fact to emphasize is that, on average, the small-sized corporate groups have been more immune to the stock-exchange crisis and to the unfavorable exchange rates of the early 2000's in the fact that
Other Comprehensive Income" has impacted them positively on average. Medium and large-sized groups, however, experienced considerable negative effects because of falls in the stock-exchange and unfavorable exchange rates, which is why Comprehensive Income in the context we are studying clearly makes a different impact depending on the size of the corporate group.
On the other hand, in Table 6 appear, marked with an asterisk (*), the extreme scores, which are defined as scores that are greater than 3 box lengths away from the upper or lower edge of the box, and marked with a circle (○), the outliers, which are defined as scores that are between 1.5 and 3 box lengths away from the upper or lower edge of the box.
As it can be seen, a considerable number of groups, representing more than 52% of the sample, have extreme values and outliers, which indicates the marked impact of "Other Comprehensive Income Items" on Net Income for all years and levels per size and also evidences a strong volatility across the period studied. Source: authors' calculations, based on the database and the box plots obtained with SPSS v.15.
Impact By Industries
Finally, we want to study the effects of "Other Comprehensive Income" on Net Income by industries based on the Industry Classification Benchmark (ICB -Dow Jones Indexes and FTSE-), in which, as shown in Table 7, we integrated each one of the corporate groups listed in NYSE and NASDAQ, paying attention to the nature of the activities they carry out. In Table 8 and in Graphic 4, we can see that, on average, the impact of "Other Comprehensive Income" compared to Net Income has been quite unequal for industries. Thus, the least affected industries are Health Care, Industrials and Telecommunications; the first two with positive impact, whereas the last has registered a positive value. Nevertheless, sufficient sectors have experienced noticeable negative effects, among which it is worth noting Basic Materials, Consumer Services, Financials, Oil & Gas and Utilities. Consistent with the results presented in this work, one can see that the stock-exchange crisis of the early 2000's, together with the unfavorable exchange rates experienced by many corporate groups, has caused a marked negative impact on "Other Comprehensive Income" compared to Net Income for many industries. We are faced with a phenomenon that, in the context studied, generally affects corporate groups independently of the nature of the activities they carry out. 
CONCLUSIONS
We have studied the impact of "Other Comprehensive Income" on Net Income using a sample of 136 corporate companies on the European continent listed in NYSE and NASDAQ during the period 1999-2004 and, on average, have detected noticeable negative effects on the group considering the analysis detailed by size and industries, essentially motivated by the stock-exchange crisis of the early 2000's and by unfavorable exchange rates, particularly between the Euro and the U.S. dollar.
All of this reveals the greater connection of Comprehensive Income with the reality of the markets than Net Income, which presumes that SFAS 130 issued by the FASB contributes to the increase of the relevance of the financial information in the results area. This is especially true for investors, considered in the Conceptual Framework as reference users, as they can thus improve their decision making for contribution to the most efficient allocation of resources in the markets of international capitals in an economy that is more and more globalized. 1 The SEC has adopted new rules to allow foreign private issuers to use financial statements prepared in accordance with IASB GAAP without the requirement to reconcile those financial statements to U.S. GAAP. , describe the problems related to the disclosure of Comprehensive Income, and we counted with references to real data from U.S. companies. 3 One will notice that the sum of the averages of these four items (-26.69) does not coincide with the global average of -25.36 for the entire study period, which we collected in Table 2 a difference of 1.33; this corresponds to the "other" item, which we have not considered in the analysis as it obviously does not represent relative importance, in addition to integrating items of a very different nature that certain corporate groups considered suitable to disclose. 4 In order to determine the relative discrepancy, we have considered the mathematical expression IMPACT OCI = [OCI / │NI│· 100] in which each one of the components included in "Other Comprehensive Income" has been considered independently in the numerator.
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